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SUBJECT: CHIMBOTE STEEL EXPANSION: RUEDA CONSULTATIONS 
REF: LIMA A-286, 12/26/74 

1. RUEDA'S CONSULTATIONS GAVE US THE OPPORTUNITY TO 
FULLY DISCUSS WITH INDUSTRY THE CHIMBOTE EXPANSION 
PROGRAM AND TO TAKE THE INITIAL STEPS TOWARD DEVELOP- 
ING AN APPROPRIATE USG APPROACH WHICH WOULD SUPPORT 
AMERICAN PROPOSALS. INDUSTRY EXPRESSED INTEREST IN 
THE EXPANSION BUT INDICATED THEIR RESPONSE WOULD BE 
CONDITIONED UPON HOW SIDERPERU STRUCTURES THE PROJECT. 

2. A MAJOR VARIABLE WILL BE FINANCING. IF AS RUEDA 
INDICATES SIDERPERU RECEIVES GOVERNMENT PERMISSION TO 
NEGOTIATE CONTRACTS WITH SELECTED COMPANIES THEY 
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SINCE IBRD OR IDB MONEY WOULD NOT BE AVAILABLE. TO 
OUR KNOWLEDGE NEITHER SIDERPERU OR COFIDE HAS APPROACHED 
EXIMBANK AND IT IS UNLIKELY INDUSTRY WILL RESPOND 
UNTIL THE FINANCIAL ARRANGEMENTS ARE COMPLETED. 

3. ANOTHER MAJOR CONCERN IS THAT CHIMBOTE DOES NOT 
HAVE THE TECHNICAL OPERATING EXPERTISE TO UNDERTAKE 

A PROJECT OF THIS MAGNITUDE WITHOUT OUTSIDE ASSISTANCE. 

THE INDUSTRY CONCENSUS IS THAT CHIMBOTE SHOULD SELECT 
A PROJECT MANAGER TO DRAW-UP SPECIFICATIONS. SUPERVISE 
PROCUREMENT. MANAGE CONSTRUCTION AND PROVIDE TECHNICAL 
OPERATING EXPERTISE IF THEY EXPECT TO COMPLETE THE 
EXPANSION WITHIN THE SPECIFIED BUDGET AND TIMETABLE. 

RUEDA INDICATED THAT PRIOR TO HIS DEPARTURE CHIMBOTE 
HAD EXPRESSED AN AWARENESS OF THIS PROBLEM. 

4. IN LIGHT OF THIS, ON THE FINAL DAY OF CONSULTATIONS 
WE DISCUSSED THE POSSIBLE PROJECT MANAGEMENT 
OPPORTUNITY WITH US STEEL ENGINEERS AND CONSULTANTS 
(UEC). UEC INDICATED THAT THEY WERE RECENTLY 
CONTACTED (FEBRUARY 1975) BY CHIMBOTE REGARDING THEIR 
QUALIFICATIONS AND THEY HAD SENT THE APPROPRIATE MATERIAL. 
(FYI. UEC HAS SIMILAR PROJECT MANAGEMENT CONTRACTS 

WITH AMONG OTHERS CSN IN BRAZIL AND KAOSHIUNG STEEL 
IN TAIWAN. THEY ARE CONSIDERED ONE OF THE BEST IN 
THIS FIELD BECAUSE THEY CAN DRAW ON THE TECHNICAL 
AND OPERATING EXPERTISE OF THEIR PARENT COMPANY). 

AT THIS TIME THEY WERE AWAITING A REPLY FROM CHIMBOTE 
BEFORE PURSUING THE OPPORTUNITY FURTHER. HOWEVER, AS 
A RESULT OF OUR DISCUSSIONS THEY ARE WILLING TO SEND 
A SENIOR REPRESENTATIVE TO PERU (RUDD GUTSHALL, 

VICE PRESIDENT FOR ENGINEERING) IF APPROPRIATE MEETINGS 
CAN BE ARRANGED. 

5. ACTION REQUESTED: REQUEST EMBASSY ARRANGE 
APPROPRIATE MEETINGS WITH MINISTRY INDUSTRY, COFIDE, 

AND SIDERPERU FOR GUTSHALL ON JUNE 19 AND JUNE 20. 

WE ALSO SUGGEST EMBASSY BE PREPARED TO BRIEF GUTSHALL 
ON HIS ARRIVAL. WE WOULD APPRECIATE CONFIRMATION OF 
THESE MEETINGS BY IMMEDIATE CABLE AS GUTSHALL PLANNING 
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